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update required by § 124.403(a,) the pro-
tege must report to SBA for the pro-
tege’s preceding program year:

(i) All technical and/or management
assistance provided by the mentor to
the protege;

(ii) All loans to and/or equity invest-
ments made by the mentor in the pro-
tege;

(iii) All subcontracts awarded to the
protege by the mentor, and the value of
each subcontract;

(iv) All federal contracts awarded to
the mentor/protege relationship as a
joint venture (designating each as an
8(a), small business set aside, or unre-
stricted procurement), the value of
each contract, and the percentage of
the contract performed and the per-
centage of revenue accruing to each
party to the joint venture; and

(v) A narrative describing the success
such assistance has had in addressing
the developmental needs of the protege
and addressing any problems encoun-
tered.

(2) The protege must annually certify
to SBA whether there has been any
change in the terms of the agreement.

(3) SBA will review the protege’s re-
port on the mentor/protege relation-
ship as part of its annual review of the
firm’s business plan pursuant to
§ 124.403. SBA may decide not to ap-
prove continuation of the agreement if
it finds that the mentor has not pro-
vided the assistance set forth in the
mentor/protege agreement or that the
assistance has not resulted in any ma-
terial benefits or developmental gains
to the protege.

MISCELLANEOUS REPORTING
REQUIREMENTS

§ 124.601 What reports does SBA re-
quire concerning parties who assist
Participants in obtaining federal
contracts?

(a) Each Participant must submit an-
nually a written report to its assigned
BOS that includes a listing of any
agents, representatives, attorneys, ac-
countants, consultants and other par-
ties (other than employees) receiving
fees, commissions, or compensation of
any kind to assist such participant in
obtaining a Federal contract. The list-
ing must indicate the amount of com-
pensation paid and a description of the

activities performed for such com-
pensation.

(b) Failure to submit the report is
good cause for the initiation of a ter-
mination proceeding pursuant to
§§ 124.303 and 124.304.

§ 124.602 What kind of annual finan-
cial statement must a Participant
submit to SBA?

(a) Participants with gross annual re-
ceipts of more than $5,000,000 must sub-
mit to SBA audited annual financial
statements prepared by a licensed inde-
pendent public accountant within 120
days after the close of the concern’s
fiscal year.

(1) The servicing SBA District Direc-
tor may waive the requirement for au-
dited financial statements for good
cause shown by the Participant.

(2) Circumstances where waivers of
audited financial statements may be
granted include, but are not limited to,
the following:

(i) The concern has an unexpected in-
crease in sales towards the end of its
fiscal year that creates an unforeseen
requirement for audited statements;

(ii) The concern unexpectedly experi-
ences severe financial difficulties
which would make the cost of audited
financial statements a particular bur-
den; and

(iii) The concern has been a Partici-
pant less than 12 months.

(b) Participants with gross annual re-
ceipts between $1,000,000 and $5,000,000
must submit to SBA reviewed annual
financial statements prepared by a li-
censed independent public accountant
within 90 days after the close of the
concern’s fiscal year.

(c) Participants with gross annual re-
ceipts of less than $1,000,000 must sub-
mit to SBA an annual statement pre-
pared in-house or a compilation state-
ment prepared by a licensed independ-
ent public accountant, verified as to
accuracy by an authorized officer, part-
ner, limited liability member, or sole
proprietor of the Participant, including
signature and date, within 90 days after
the close of the concern’s fiscal year.

(d) Any audited or reviewed financial
statements submitted to SBA pursuant
to paragraphs (a) or (b) of this section
must be prepared in accordance with
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Generally Accepted Accounting Prin-
ciples.

(e) While financial statements need
not be submitted until 90 or 120 days
after the close of a Participant’s fiscal
year, depending on the receipts of the
concern, a Participant seeking to be
awarded an 8(a) contract between the
close of its fiscal year and such 90 or
120-day time period must submit a final
sales report signed by the CEO or
President to SBA in order for SBA to
determine the concern’s eligibility for
the 8(a) contract. This report must
show a breakdown of 8(a) and non-8(a)
sales.

(f) Notwithstanding the amount of a
Participant’s gross annual receipts,
SBA may require audited or reviewed
statements whenever they are needed
to obtain more complete information
as to a concern’s assets, liabilities, in-
come or expenses, such as when the
concern’s capacity to perform a spe-
cific 8(a) contract must be determined,
or when they are needed to determine
continued program eligibility.

§ 124.603 What reports regarding the
continued business operations of
former Participants does SBA re-
quire?

Former Participants must provide
such information as SBA may request
concerning the former Participant’s
continued business operations, con-
tracts, and financial condition for a pe-
riod of three years following the date
on which the concern graduates or is
terminated from the program. Failure
to provide such information when re-
quested will constitute a violation of
the regulations set forth in this part,
and may result in the nonexercise of
options on or termination of contracts
awarded through the 8(a) BD program,
debarment, or other legal recourse.

MANAGEMENT AND TECHNICAL
ASSISTANCE PROGRAM

§ 124.701 What is the purpose of the
7(j) management and technical as-
sistance program?

Section 7(j)(1) of the Small Business
Act, 15 U.S.C. 636(j)(1), authorizes SBA
to enter into grants, cooperative agree-
ments, or contracts with public or pri-
vate organizations to pay all or part of
the cost of technical or management

assistance for individuals or concerns
eligible for assistance under sections
7(a)(11), 7(j)(10), or 8(a) of the Small
Business Act.

§ 124.702 What types of assistance are
available through the 7(j) program?

Through its private sector service
providers, SBA may provide a wide va-
riety of management and technical as-
sistance to eligible individuals or con-
cerns to meet their specific needs, in-
cluding:

(a) Counseling and training in the
areas of financing, management, ac-
counting, bookkeeping, marketing, and
operation of small business concerns;
and

(b) The identification and develop-
ment of new business opportunities.

§ 124.703 Who is eligible to receive 7(j)
assistance?

The following businesses are eligible
to receive assistance from SBA
through its service providers:

(a) Businesses which qualify as small
under part 121 of this title, and which
are located in urban or rural areas with
a high proportion of unemployed or
low-income individuals, or which are
owned by such low-income individuals;
and

(b) Businesses eligible to receive 8(a)
contracts.

§ 124.704 What additional management
and technical assistance is reserved
exclusively for concerns eligible to
receive 8(a) contracts?

In addition to the management and
technical assistance available under
§ 124.702, Section 7(j)(10) of the Small
Business Act authorizes SBA to pro-
vide additional management and tech-
nical assistance through its service
providers exclusively to small business
concerns eligible to receive 8(a) con-
tracts, including:

(a) Assistance to develop comprehen-
sive business plans with specific busi-
ness targets, objectives, and goals;

(b) Other nonfinancial services nec-
essary for a Participant’s growth and
development, including loan packag-
ing; and

(c) Assistance in obtaining equity
and debt financing.
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